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Indenendent Audiior’s Report

To the Honorable Mayor and
Members of the City Council
Newell, fowa

We have audited the accompanyving financial statements of the governmental activities, the business type
activities, each major fund, and the aggregate remmning fund information of City of Newell, Towa. as of and for
the vear ended June 30, 2007, which collectively comprise the City's basic financial statements listed in the table
of contents. These financial statements are the responsibility of City of Newell’s management. Our responstbility
is to express opinions on these financial statements based on our audit.

We conducted our andif in aceordance with U.S. generally avcepted auditing standards and the stendards
applicable to financial audits contained w Government Awditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit 1o obtam reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on & fest basis,
evidence supporting the amounts and disclosures in the financial statements. An awdit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluatmg the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opimions.

As described in Note |, these financial statements were prepared on the basis of cash receipts and
disbursements, which 15 a comprehensive basis ol accounting other than U.S. generally accepted accounting
principles. Also, as permitted by the Code of lowa, the accounting records of the City have not been audited for
all prior vears. Accordingly, we were unable to satisfy ourselves regarding the distribution by fund of the ol
fund balance at July 1, 2006,

In our opinion, except for the effects of such adpstments, if any, as nght have been determined to be
necessary had we been able to verify the distribution by fund of the total fund balance at July 1, 2006, as discussed
in the preceding paragraph, the financial statements referred to above present fairly, in all material respects, the
respective cash basis financial position of the governmental activities, the business type actvities, gach major
fund, and the aggregate remaining fund information of City of Newell, lowa. as of June 30, 2007, and the
respective changes in cash basis financial position for the vear then ended m conformity with the basis of
accounting described m Note 1

As deseribed in Note 11, during the vear ended June 30, 2007, the City adopted Governmental Accouniing
Srandards Board Statement No. 34, Basic Financial Statements ~ ard Management's Discussion and Analysis -
for State and Local Goveraments: Statement No. 37, Basic Financial Statemesis — and Management's Discussion
and Analysis - for state and Loac! Govermments: Chmnibus, Stalernent No. 38, Certain Financial Statement Note
Disclosures: and Statement No. 41, Budgetary Comparison Schedule — Perspective Differences.

tn aceordance with Government duditing Standards, we have also issued our report dated February 14, 2004,
on our consideration of City of Newell's internal control over financial reporting and our tests of 1ts comphance
with certain provisions of faws, regulations, contracts, grant agreements. aned other matters. The purpose of that
report is to deseribe the scope of our testing of wternal control aver financial reporting and compliance and the
results of that testing and not to provide an opinion on mnterpal control over financial reporting or complance.
That report s an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.
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Management’s Discussion and Anatysis and budgetary comparison information on pages © through 11 and
24 through 25 are not requircd parts of the basie financial staternents, but are supplementary information required
by the Governmental Accounting Standards Poard. We have applied certain limited procedures, which consisted
principally of inquines of management regarding the methods of measurement and presentation of the required
supplementary information. We did not audit the imformation and express no opinion on i,

Our audit was conducted for the purpose of forming opinions on the financial staternents that collectively
comprise City of Newell's basic financial statements. Other supplementary information inchuded 1n Schedules 1
through 3 is presented for purposes of additional analysis and is not a required part of the basic financial
statements.  Such information has been subjected to the auditing procedures applied in our audit of the basic
Fiaancial staterments and, in our opinion, except for the effects of such adjustments, if any, as might have been
determined to be necessary had we been able to verify the distribution by fund of the total fund halance at July 1,
2006, as discussed in the third paragraph, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole,
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MANAGEMENT'S DISCUSSION AND ANALYSIS

City of Newell provides this Management’s Discussion and Analysis of its financial statements. This narative
overview and analysis of the financial activities fs for the fiscal year ended June 30, 2007, We encourage readers
toy consider this information in conjunction with the City”s financtal statements, which follow,

Because the City is implementing new reporting standards for this fiscal vear with sigmificant changes i content

and structure, and since the City is not reguired 10 be audited annually, much of the mformation is not eastly
comparable to prior years. Comparative data has been provided if available.

2007 FINANCIAL HIGHLIGHTS

The cash basis net assets of the City’s governmental activities increased by 16%, or approximately
$61.000, from fscal vear 2006 primarily because the City did not have a capital project to use the focal
option sales tax on this year.

The cash basis net assets of the City’s business type activities decreased by 81%, or approximately
$23.,000, due primarily to 549,382 being spent on the digging of a new well during this iscal vear,

USING THIS ANNUAL REPORT

The anmual report consists of a series of financial statements and other information as follows:

Management’s Discussion and Analysis introduces the basic financial statements and provides an
analytical overview of the City’s financial activities.

The Government-wide Financial Statement consigis of a Statement of Activities and Net Asseis. Thus
statement provides information about the activities of the City as a whole and presents an overall view of
the City's finances.

The Fund Financial Statements tell how governmental services were financed i the short term as well as
what remains for future spending. Fund financial statements report the City’s operations in more detat

then the government-wide statement by providing miormation about the most stgnificant funds.

Notes to Financial Statements provide additional mformation essential to a full understanding of data
provided in the basic financul statements.

Required Supplementary Information further explains and supports the financial statements with a
comparison of the City’s budget for the year.

Other Supplementary Information provides detailed information ahout the non-major governmental funds,

Haus of Accounting

The City maintaing its [ipancial records on the basis of cash receipts and dishursements and the Dinancial
siatements of the City are prepared on that basis. The cash basis of accounting does not give effect to accounts
receivable, accounts pavable, and acerued tems. Accordingly. the financial statemients do not present financial
position and results of operations of the funds in accordance with U5, gencrally accepted accounting principles.
Therefore, when reviewing the financial information and discussion within this annual report, the reader should
keep in mind the limitations resulting from the use of the cash basis of accountmg.
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REPORTING THE CITY’S FINANCIAL ACTIVITIES

Goverprment-wide Financral Siatement

One of the most important questions asked about the City’s finances is, *Is the City as a whole better oft or worse
off as a result of the year's activities”™ The Statement of Activities and Net Assets reporis information which
helps answer this question.

The Statement of Activities and Net Assets presents the City's net assets. Over tume, Increases ot decreases in the
City's net assets may serve as a uselul indicator of whether the financial position of the Cily is improving or
detertorating.
The Statement of Activities and Net Assets is divided into two kinds of activities:
Governmental Activities include public safety. public works, health and social services, euliure and
recreation, community and economic development, general government, and debt service, Property fax
and stafe and federal grants finance most of these activities.
Business Type Activities include water, sewer, garbage, and goif course services. These activities are

financed primarily by user charges.

Fund Financial Statements

The Cily fias two kinds of funds:

1. Governmenta funds account for most of the Ciiy’s basic services. These focus on how money flows
inte and out of those funds. and the balances at year-end that are available for spending. The
governmental funds include: (1) the General Fund. (2) the Special Revenue Funds. such as Road Use
Tax and Local Options Sales Tax, (3) the Debt Service Fund, (4) the Capital Projects Fund, and {5)
(he Permanent Fund. The governmental fund financial statements provide a detailed, short-term view
of the Cify’s general government operations and the basic services it provides. Govern mental fund

information helps determine whether there are more or fewer financial resowrces that can be spent m

the near fulure to finance the Oily’s programs.

The required financial stateroent for governmental funds 1s a statement of cash receipts, disbursements. and
changes in cash balances.

2. Proprictary funds account for the City’s Hnterprise Funds. Enterprise Funds are used to report
business type activities. The City mamtains Enterprise Funds to provide separate information for the
water, sewer, golf course, garbage, and wtility deposit operations. Al of these funds, except for the
utility deposit fund, are considered to be major fimds of the City.

The required financial statement for proprietary funds {s a statement of cash receipts, disbursements, and changes
in cash balances.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net agsets may serve pver time as & useful mdicator of financial position. The anatysis that follows locuses on the
changes in cash basis net assets of governmental activities.

Changes in Cash Basis Net Assets of Governmental Activities
(Fxpressed i Thousands)

Year Bnded June 30,

2007
Receipts and transfers:
Program receipts:
Charges for service $ 26
Operating grants, contributions, and restricted interest 8¥
Capital grants, contributions, and restricted tnterest {05
Cieneral recempts:
Property tax 236
Local option sales tax 858
Unrestricted investment earmings 11
Special assessments 17
Children’s Center loan payments 10
Other general receipts 7
Total recetpls 583
Dishursements:
Public safety 129
Public works 75
Culture and recreation 80
Community and economc development 93
General government 50
Debi service o4
Total disbursemenis 528
Change in cash basis nef assets before transfers 63
Transters, net 4
Change in cash bagis net assets 61
Cash basis net assets beginning of year 374
Cash basis net assets end of year 435

The cost of all governmental activities this year was $520.000. However, as shown m the Statement of Activities
and Net Assets on pages 12-13, the amount taxpayers ultimately financed for these activities was only $301,000
heeause some of the cost was paid by those directly benefited from the programs ($26.000% or by other
povernments and organizations that subsidized certain programs with grants, contributions, and restricted interest
($193,000).  The Cily paid for the remammg “public benefit” portion of governmental activities with
approximately $236.000 m tax (some of which could onty be used for certain programs) and other receipts, such
ag interest and general entitlements.



GOVERNMENT-WIDE FINANCIAL AN ALYSIS - {Contmued)

Changes in Cash Basis Net Agsets of Business Type Activilies
{Expressed in Thousands)

Year Ended June 340,

2007
Receipts:
Pragram receipis:
Charges for service:
Water 110
Sawer 64
Ciarbage 6O
Golf Course a7
Utility deposits i

General receipts:
Usnresiricted investment earings
Total receipts

Dishursements:

Water 139
Sewer 43
Garbage 72
Golf Course 30
Utility deposit '
Total disbursements _336

Change in cash balance net assets before transfers {27}
Transbers, net B

Change in cash basis net assets {23y
Cash bagis net assets beginning of year s
(ash basis net assets end of year B

INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As City of Newell completed the year, its governmental funds reported a combined fund balance of 5435769, an
increase of $61,465 from last vear’s total of 374,304, The following are the major reasons for the changes 1n
fund balances of the major funds from the prior year.

The General Fund cash balance increased $15,268 from the prior year to 385,596, This increase was
primarily duc to the Housing Fund real estate mortgage released of $22,600 i January 2007,

The Special Revenue, Road Use Fund cash balance increased $16,041 to $51,459 primarily as a result
of the street seal coating not getting fimshed until afier June 30, 2007

The $pecial Revenue. Locat Options Sales Tax Fund. which accounts for monies received from the

state for community betterment and property tax reliel, cash balance increased by $36,064 to
$162.022 due to no capital project being completed to which the money could be transferred.
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INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS - {(Continued)

The Debt Service Fund, which accounts for the payment of principal and interest on the City’s long-
lerm debt, cash balance decreased by $17.517 to 566,722 due o paying sanitary sewer bonds and
street improvement bond.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

The Water Fund, which accounts for the operation and mainienance of the City’s water sysiem, cash
halance decreased by $27, 199 to $68,763, due primarily to the digging of a new well,

The Sewer Fund, which accounts for the operation and maintenance of the City's waste water
treatment and sanitary sewer system, cash balance increased by $25,980 1o $(23,943) primarily
because the debt service fund was used to pay the sanitary sewer bonds.

The Golf Course Fund. which accounts for the operation of the City-owned golf course, cash balance
decreased by $13.684 to ${49.532} primartly because expenses were greater than receipts due

yehicle maintenance and wereased costs of supplies.

The Garbage Fund, which accounts for the City’s systemn of solid waste removal, cash balance
decreased by $6,500 10 $7,173.

BUDGETARY HIGHLIGHTS

Over the course of the vear, the City amended its budget one ume. The amendment was approved on May 7,
2007, and resulfed m an increase of $121,996 in dishursements. This increase was necessary because of the extra
costs of digging the new well.

DERT ADMINISTRATION

At June 30, 2007, the City had $227,1971 1 debt, compared 1o $316,537 last year.

Owrtstanding Debt at Year-Bnd

June 30, 2007

CGieneral obligation notes 4 180,000
Special assessment notes 25,000
Drainage distriet assessments 8651

Oither County assessments

The Constitition of the State of Towa Hmits the amount of general obligation debt cities can issue to 5% of the
assessed value of all taxable property within the City’s corporate limits, The City’s outstanding  zeneral
obligation debt is significamly below its constitutional debi limut of $1.3 million,

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The City of Newell’s elected and appointed officials and cibizens considered many factors when setting the fiscal
year 2008 budget, tax rates, and fees charged for various City activities. The City's 2008 taxable valuation
mcreased by $413,216, or about 2.4% of the 2007 level.

The 2608 budget contains total receipts of $1,720.887 and disbursements of $1.692.417. This budget is slightly
higher than the 2007 budget, which comtained total receipts of $1,455,555 and disbursements of $1,580,522. The
200% budget includes estimated added receipts and disbursements for a new fure trock, a new Community center.
water fower painting, and the beginmng plans of a new sanitary sewer treatment plant.
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ECONOMIC FACTORS AND NEXT YEAR'S BUDGET ANL RATES - (Continued)

The 2008 levy is $13.43520 per $1000 of raxable valuation, a decrease from $13.5087 per S1000 of ravable
valuation for 2007,

These parameters were taken into account when adoplting the budget for 2008,

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our cilizens, taxpayers, Customers, and creditors with a generat
overview of the City’s finances and to show the City’s accountabihty for the money it receives. 1f vou have
questions about this report or need addstional financial information, contact Melinda Buchholz, City Clerk, PO
Box 313, Newell, lowa 50568,



Tunctions/Programs:
Governmental Activities
Public safety
Pubdic works
Health and socal services
Culture and recreation
Community and economic development
General government
Debt service
Totai gov ermmendal activities
Busipess type acnivilies

Water

Crarhage
Golf course
Tiulity deposits
Total business type achivities

Total

Cheneral Receipts:

Property mx levied for
General purposes

Drebi service

Local option sales tax

Unresircted wtere

Rennbursements

%px,aml assessmieni(s
siscellaneous

T i'ansft‘rx‘

e
i

cial general receipts and fransiers

Dhisbursemenis

L%

Program Receipts

™
T

Sxhibit A

Net {Disbursements) Ree
Changes m Cash Basis

eipts and
Net Assels

Clhiarges for

g

Service

4,869

Tia2
64292
H3,835
65,458

L-.a

}

_taue

Opersling
Grants,
Contributions,
ang Restricted
Interest

14,113

Capital

(rants,
Contributions, Business
and Restricted Governmental Tvpe

inferest Activitigs Activities ol
5 - 3

104,842

104, ?17

b 25,048

i

219623 - B BRI
16,692 - 16,642
54,885 - LERE

11,949
9.79%

{Continued)



(el

Change 1o cash basis net assets
Casi basis nel assets beginning of year
Cush basis net assets end of vear

Cash Basiz Net Assets
Resiricted:
Streets
Debt serviee
Other purposes

trivted

Unres

Total cash basis net assets

Program Recems
Z i

(Continuedy

Net {Dnshursements) Receipts and
Changes in Cash Basis Net Assets

Operating Capital
(Grants, Cirants,

Centributions,  Contributions,
and Restricted  and Restricted
Interest

Charges for

DPishursements Service Fnterest

See notes o financial statermnents.,
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Business
Governmental Type
Activilies Agtivities Total
3 61,465 % (229033 § 38362

28,397

S
ad
wh
i
o
ol
[25]

5,494 8§ 441203

Lo

51459 % - $ 51459
66,722 - 66,722
228,770 . 228770
LEERIE L 5e 94.312

4315769 % 3494 § 441263




CITY OF NEWELL

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS

AND CHANGES IN CASH BALANCES

Receipts:
Property fax
Ohher city tax
Licenses and permits
Lise of money and property
Intergovernmental
Charges for service
Special assessments
Miscellaneous

Total receipts

[nghursements:

Operating:
Public safety
Public works
Health and social services
Culture and recreation
Community and economic development
General povernment

Debt service

Total disbursemenis

Excess (deliciency) of receipts

over disburserments

Other financing sources {uses):
Operating transfers in
Operating transfers out

Total other fingncing sources (uses)
Net change in cash balances

(Cash balances beginning of year

GOVERNMENTAL FUNDS FExhibit B
AS OF AND FOR THE YEAR ENDED JUNE 30, 2047
Speciat Revenue
Local
Road Ciption Debt
Creneral Tise Sales Tax  Service Nonmaor Total

$162,507 % - 5 - 5 16221 0§ 50932 8 229,660
4,704 - 84,885 471 FARD 91,540
2454 - . : : 2454
17,890 - - 17,890
113,110 73927 - - - 187,043
11,223 - - - - 11,223
851 - - 16,424 - 17,275
13,130 9797 5658 28,583
325 875 73927 84,885 42,913 58,070 585.670
128,728 - 128.728
G.075 65,995 - - 75070

40 - - - 40

TR E53 - - T8O 79,633
82,493 - - - - 92,493
80,211 - - - 80211

- - 63,563 - 63,503

389400 65,095 63,563 780 519,738
(63,525) 7,932 84,885 {20,650) 57,200 053937
TR793 5,109 - 3,135 - 90,035
- - (28,821) - (65,681) (94,502
78793 %, 109 (28,8213 3133 {65.681]) {4.467)
15,268 16,041 56,064  {17.517) {8,391) 61,463
70,328 35418 103,958 Bad.239 78361 374,304

$ 85596 % S1.459 $162022 8§ 66,722 5 69970 5 435769

Cash balances end of year

(Continued)



CITY OF NEWELL
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS
AND CHANGES IN CASH BALANCES
GOVERNMENTAL FUNDS Exhibit B
AS OF AND FOR THE YEAR ENDED JUNE 30, 2007 {Continued}

Special Revenue

Local
Road Oprion Drebt
Cleneral Use Sales Tax  Servige Nowmajor Tatal
Cash Basis Fund Balances

Reserved for debt service b - £ - $ - $ 66,722 % - % 66,722
Unreserved:

Cieneral 85,506 - - - 85,596

special revenue - 51,459 162,022 - 41 648 255129

Delvt service - - - 3222 3,222

Permanent - - - - 25,1060 25,100
Total cash basis fund balances S 85,596 % 51,459 $162022 § 66,722 % 69,970 % 433769

See notes to financial statements.
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CITY OF NEWELL

STATEMENT OF CASH RECEIPTS, DISBURDL

MENTS

AND CHANCGH:

N CASH BALANC!

BES

PROPRIETARY FUNDS

AS OF AND FOR THE YEAR ENDED JUNE 30, 2007

Operating Receipts:
Charges for service
Miscellaneous

Total operating receipts

Cmperating Disbursements:
Business type activities

Fxcess (deficiency) of operating receipts over
operating disbursenents

Non-operating receipts (disbursements):
Interest on mvestments
Pebt service

Net nor-operating receipts (disbursements)

Tixcess (deficicncy) of receipts over

dishursements

Other {inancing sources (uses)
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Net change in cash balances
Cash balances beginning of year

Cash halances end of year

Cash Basis Fund Balances
Unreserved

Total cash basis fund batances

I

xhibit O

Nommajor
Major Funds Fund
Golt Utilisy

Water Sewer Course  Garbage Deposits Towml
$110423 S 64,292 3§ 66,458 S 065838 5 - $307.011
- - - - 1,100 1,100
110,423 04,292 60,458 635,838 00 308,11
102,162 42,779 80,142 71388 2,530 300,021
#2061 21513 (13,684) (6,550} {1450 8,000
1377 - - - - 1,377
(36837 - - - - {36,837}
[35.4060) - - - - {35.460)
{27099y 21513 (13,684)  (6,550) (1.450y (27,370
- 7.600 - - - 7.600
- (3,133) - - - {3,133}
- 4,467 - - - 4467
{27,199y 25980  (13.684)  (6,350) (14507 (22,903
95962 (49.,925) (35,848 13,725 4483 8,307
$ 68,763 $(23.945) $(49.532y § 7175 % 3033 % 5494
68,763 (23,945)  (49,532) 7173 3,033 5,494
$ 68,763 $(23,943) $(49,532) & 7175 $ 3,033 0§ 5494

See notes to financial statements.
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SUMMARY OF SIGNIFICAT

CITY QF NEWELL,
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

TACCOUNTING POLICIES

City of Newell 15 a political subdivision of the State of lowa located in Buena Vista County. It was tirst
incorporated in 1869 and operates under the Home Rule provisions of the Constitution of fowa. The Ciy
operates under the Mayor-Counes!t form of government with the Mayor art Council Members elected on a
non-partisan basis. The City provides numerous services Lo citizens including public safety, public works,
culture and recreation, commusnity and cconomic development, general government services, and business
type activities.

A

3.

For financial reporting purposes, City of Newell has included all funds, organizations, agencres, bourds,
commissions, and authorities. The City has also considered all potential component units for which 1t
is financially accountable, and other organizations for which the nature and significance of thew
relationship with the City are such that exclusion would cause the City's financial statements o be
misleading or incomplete. The Governmental Accounting Standards Board has set forth eriteria to be
considered in determining financial accountability. These eriteria include appointing a voting majority
of an organization’s governing body, and (1) the ability of the City 1o wupose its will on that
organization. or (2} the potential for the erganization 1o provide specific benefits to, or impose specific
financial burdens on, the City, The City has no component units which meet the Governmental
Accounting Standards Board cniferia,

Tpintly Governed Organizations ~ The City participates i several jointly governed organizations that
provide goods or services 1o the citizenry of the City bul do not meet the criteria of a joint venture since
there is no ongoing financial interest or responsibility by the participating governments. City oflicials
are members of or appoint representatives to the following boards and commuissions:  Newell Fire
Board, Buena Vista County Solid Waste Cormmission, Buena Vista County Assessor’s Conference
Board, Buena Vista County Emergency Management Comemssion, and Buena Vista County Joint E91]
Service Board.

Basis of Presemtation

Government-wide Financial Staterment - The Statement of Activities and Net Assets reports information
on all of the non-fiduciary activities of the City. For the most part. the effect of inter-fund activity has
been vemoved from this statement.  Governmenial activities, which are supported by tax and
intergovernmental revenues, are reported separately from business type activities, which rely 1o 4
significant extent on fees and charges for services.

The Statement of Activities and Net Assets presents the City’s non-fiduciary net assets. Net assety are
reported in two categories:

Restricted net assets result when constraings placed on net asset use are either externally imposed
or imposed by Jaw through constitubonal provisions or enabling legislation.

Unrestricted nef assels consist of net assets that do not meet the definttion of the preceding
category. Unrestricted net assets ofien have constraints on resources unposed by management.
which can be removed or modified.



CITY OF NEWELL
NOTES 7O FINANCIAL STATEMENTS
JUNE 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Confinued)

B. Basis of Presentation - (Continued)

The Staternent of Activities and Net Assets demonstrates the degree to which the direct disbursements
of a given function are offset by program receipts. Direct disbursements are those clearly identifiable
with a specific function. Prograra receipts include (1) charges to customers or applicants who purchase,
use or directly benefit from goods, services, or privileges provided by a given function and (2} grants,
contributions. and interest on investments restricted to meeting the operational or capital requirements
of a particolar fimction, Property tax and other items not properly included among program receipts are
reported mstead as genera receipts.

Fund Financizl Statements - Separate financial statements are provided for governmental funds and
proprietary funds, Major individual governmental funds and major individual enterprise funds are
reported as separate colurmmns in the fund financial statements. All remaining governmental funds are
aggregated and reported as non-major governmental funds.

The City reports the following major governmental funds:
The General Fund is the general operating fund of the City. All general tax receipts and other
receipts not allocated by law or contractual agreement to some other fund are accounted for in this
fund. Trom the fund are paid the general operating disbursements, the fixed charges, and the
capital improvement costs that are not paid from other funds.
Special Revenue:

The Road Use Fund is used to account for road construction and maintenance.

The Local Option Sales Tax Fund is used to account for monies received to be used for
community betterment and property tax relief.

The Debt Service Fund is utilized fo account for the pavment of interest and principal on the
City’s general long-term debt.

The City reports the following major proprietary funds:
The Water Fund accounts for the operation and maintenance of the City’s water system.

The Sewer Fund accounts for the operation and maintenance of the City’s waste water treatment
and sanitary sewer system.

The Garbage Pund accounts for the operation and maintenance of the City’s system of solid waste
removal.

The Golf Course Fund accounts for the operation and maintenance of the City run golf course.
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CITY OF NEWELL
NOTES TO FINANCIAL STATEMENTS
JUNE 36, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

O Measurement Focus and Basis of Accounting

City of Newell maintains its financtal records on the basis of cash receipts and disbursements, and the
financial staterrients of the City are prepared on that basis. The cash basis of accounting does not gve
effect to accounts receivable, accounts payable, and accrued items.  Accordingly, the financial
staternents do not present financial position and results of operations of the funds in accordance with
U8, generally accepted accounting principles.

Under the terms of grant agreements, the City funds certain programs by a combination of speeific cost-
reimbursement  grants, categorical block grants, and peneral receipts.  Thus, when  program
disbursements are paid, there are both restricted and unresinicted cash basis net assets available fo
finance the program. It is the City's policy to first apply cost-reimbursement grant resourees to such
programs, followed by categorical block grants, and then by general receipts.

Proprictary funds distinguish operating receipts and disbursements from non-operating  ilems.
Operating teceipts and disbursernents generally rvesuit from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongong operations, Al receipts and
disbursements not meeting this definition are reported as now-operating receipts and disbursements.

D, Budeets and Budgetary Accounting

The budgetary comparison and related discloswes are reported as Required  Supplementary
Information.

CASH AND POOLED INVESTMENIS

4
i

The City's deposits in banks at June 30, 2007, were entirely covered by Federal depository insurance or by
the State Sinking Fund in accordance with Chapter 120 of the Code of lowa. This chapter provides for
additional assessments against the depositories to msure there will be no toss of public lunds.

The City 1s authorized by statute to invest public funds in obhgations of the United States government, s
agencies and instrumentalities: certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the City Council; prime chigible bankers acceptances; certain high rated
commercial paper; perfected tepurchase agreements; certain registered open-end management investment
corppanies; certain joint investment trusts; and warrants or tmproverment certificates of a drainage district.

The City had no investments meeting the disclosure requirements of Governmental Auditing Standards
Roard Statement Number 3, as amended by Statement 40,

Inte i - The City’s investment pelicy Hmits the investiment of operating funds (funds expected to
be expended in the current budget year or within 15 months of receipt) to instruments that mature within 397
days. Funds not identified as operating funds may be invested m mvestments with maturties longer than

397 days, but the maturities shal} be consistent with the needs and use of the City.
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CITY OF NEWELL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

NOTES AND ASSESSMENTS PAYABLE

Annual debt service reguirements to maturily for general obligation and special assessment notes are as
follows:

Year
Fnding  General Obligation Notes  Spegial Assessment Notes Drainage [istrict Assessments
June 30, Principal Interest Principal Interest Principal Interest
2008 25000 $ 9965 % 25,000 § 1,250 & 961 $ 433
2609 25000 8,805 - - 961 383
2610 25,000 7,585 - - 961 236
2011 30,000 6,330 . . 901 288
2012 30,060 4,794 - - 261 240
20132017 25,008 12,785 - - 3.846 4%1
2018-2020 20000 3,448 - - - -
Total $IR000G % 53,708 $ 25000 3910304 58651
Year
Ending  County Culvert Assessments Total
June 30, Principal Interest Principal Inferest
2008 8 3,385 5o~ 5 54,346 5 11,648
2009 3,385 - 29.346 9. 188
2014 3385 29,346 7,921
2041 3,385 34,340 6,618
2012 . 30,961 5,030
2013207 - 28 846 13,266
20182020 - _ 20,004 3,448
Tutal $13.540 L $237.19] RS

PENSION AND RETIREMENT BENEFITS

The City contributes to the Jowa Public Employees Retirement System {IPERS) which i3 & cost-sharing
multipte-employer defined benefit pension plan administered by the State of lowa. IPLERS provides
retirement and death benefits which are established by State statute to plan members and henelicianes.
IPERS issues a publicly available financial report thal includes financial statements and required
supplementary information. The report may be obtamed by writing to IPERS. PO, Box 9117, Des Moines,
lowa, 50306-9117.

Most regular plan members are required 1o contribute 3.70% of thesr annual covered salary and the City is
required to contribate 5.75% of covered salary. Certain employees in special risk cecupaions and the Cily
contribute an actuarially determined contribution rate. Contribution requirements are established by State
statute. The City’s contribution to IPERS for the years ended June 30, 2007, was F13,843, equal to the
required contribution for the year,
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CITY OF NEWELL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

COMPENSATED ABSENCTS

City employees accumulate a limited amount of earned but unused vacation hours for subsequent use or for
paytent upon termination, retirement, or death. These accumulations are not recognized as disbursements
by the City until used or paid. The City's approxumate Lability for earned vacation paymenis pavable to
emplovees at fune 30, 2007, primarily refating to the General Fund, is as follows:

Amount

Type of
494

Vacation N
This Hinhility has been computed based on rates of pay at June 38, 2007,

INTERFUND TRANSFERS

The detail of interfund transfers for the year ended June 30, 2007, is as follows:

Transiet to Transter from Amount
General Special Revenue:
Emploves Benefiis § 55572
Local Option Sales Tax 21221
Park/Y ool 78,793
Special Revenue: Special Revenue
Road Use Employee Benefits ®.109
Debt Service Proprictary:
Sewer 3,133
Propnetary: Spectal Revenue:
Sewer Local Option Sales Tax

Transfers generally move resources from the fund statutonly required o collect the resources to the fund
statutorly required o disburse the resources.

RISK MANAGEMENT

ity of Newell is exposed to various risks of loss related to torts; thefl, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. These risks are covered by the purchase
of commercial insurance. The City assumes liability for any deductibles and claims in excess of coverage
limitations. Settled claims from these risks have not exceeded commercial insurance coverage in any of the
past three fiscal vears,
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CITY OF NEWELL
NOTES TO FINANCIAL STATEMENTS

LANDFILL AGREEMENT

The City participates in an agreement with the Buena Vista County Solid Waste Commission, a political
subdivision created under Chapter 28E of the Code of Towa. The purpose of the Commssion incindes
providing economic disposal of solid waste produced or generated within the member counties and
municipalities. Payments to that commission fotaled $44,032 durmg the year ended June 30, 2007,

The County has guaranteed closure and post-closure costs of the tandfill as per Chapter 111.6(6) of the lowa
Code. The total costs have been estimated at $138,225 and $895,500, respectively, as of June 30,2007, The

Jandlfill was subsequently closed due to EP.A. regulations on September 30, 2007.

LOAN AGREEMENT

On July 1, 2004, City of Newell entered mto a loan agreement with Newell Children's Center for the
purpose of enabling the Children's Center to acquire a huilding to be used to provide child care services
within the City. The principal amount of the Toan was $80,0G0 with $5.000 principal payments due each
June 1 through June 2019 with a final payment of $10,000 due June 1, 2020, and interest payments due on
December 1 and June 1 of cach fiscal vear. This loan is secured by a mortgage on the building. The balance
of this loan as of June 30, 2007, 15 $7¢,600,

CONSTRUCTION CONTRACTS AND COMMITMENTS

The City has entered into the following contracts which were not completed as of June 30, 2007,

Amount Remaining

Total Paid Commitment
Contract As of As of
Project 6-30-07 6-30-07
Municipal well construction $79,960 $25,137 $54,823
Engineering for well construction 15,750 13,750 2,000

Preliminary engineering -

sewer treatment plant 5,500 4,750 4,750

The remaining commitments on these projects witl be financed with funds on hand.

ACCOUNTING CHANGE

Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements - and
Management'’s Discussion and Analvsis — for State and Local Governments, Statement No. 37, Basic
Financial Statements — and Management's Discussion and Anadysis - for State and Local Governments:
Omnibus; Statement No. 38, Certain Financial Statement Note Disclosures, and Statement No. 41,
Budgetary Comparison Schedule — Perspective Differences, were implemented for the year ended June 30,
2007, The statements create new basic financial statements for reporting the City’s financial activities. The
financial statements now include a government-wide financial statement and fund financial statements
which present information for individual major funds rather than by fund type. Nop-major funds are
presented in total in one column.



REQUIRED SUPPLEMENTARY INFORMATION
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CITY OF NEWELL

BUDGETARY COMPARISON SCHEDULE

BUDGET AND ACTUAL (CASH BASIS) - ALL GOVERNMENTAL
FUNDS AND PROPRIETARY FUNDS
REQURED SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 7087

RECEIPTS, DISBURSEMENTS

Governmental  Propriciary o
Funds Funds Budgeted Amounts Total
Agtual Agtual Total Ongmal Final Variance
Receipts:
Progperty tax $ 229660 % § 226660 % 229141 % 20141 8 319
{ither city fax 21,540 - G1,340 FHLAGT 76,307 31,233
Licenses and permits 2454 - 2454 3240 3.240 {786)
s of money and propeity 17,890 1,377 19,267 2,776 2778 16,491
Intergovernmental 1R7.643 - 187,043 434,730 434,730 (267 687}
Charges for serviee 11,223 307.01 218,234 306,300 366,300 11,934
Special assessiments 17,275 - 17,275 39,200 39,200 {21,925
Miscellaneous 28,585 LI 29688 42200 42200 {12.615)
Total receipls SRSETD 300483 R9S S8 147094 LI47994  (252836)
Ensbursements:
Public safety 128,728 - 128,728 292357 292,357 163 629
Public works 75670 - EaRiN 92,800 92,800 17,730
fiealth and sopial services 40 - 40 1,500 1,500 1,460
Cubture and reercalion 79633 - 78,633 59,668 B9 66K 10,4135
Cermunity and economic development 92,493 - 92,493 200,000 200,004 75407
General government 80,211 - 84,690 84,650 4479
Drebt zervice 63.563 - 238,563 238,563 173,000
Business type activities - i3 E58 321287 4431383 106,525
Total disbursements 519,738 336858 1,320,965 1442961 586365
Excess (deficiency} of receipts over disbursements 65,932 (27,370 38,562 {172,971} {294 967) 333329
Criher financing sources (uses), net o A4a6T 4467 - 170,800 170,006 {170.000)
Fxeess {deficiency) of receipis and other Rnancing sources
over dishursements and other [inancing uses 61,463 {22,207 18,562 {2,971} {124,967} 163,329
Balances, beginning of year 3745304 28,297 402,701 329,604 329804 73097
Balances, end of vear § 433768 § 494§ 441263 § 320633 5 204637 5 236626

See seoompanying independent audstor's report

24



CITY OF NEWELL
NOTES TO REQUIRED SUPPLEMENTARY
INFORMATION - BUDGETARY REPORTING
JUNE 30,200/

The budgetary comparison 18 presented as Required Supplementary Information in accordance with
Governmental Accounting Standards Board Statement No. 41 for governments with significant budgetary
perspective differences resulting from not being able to present budgetary comparisons for the General Fund
and each major Spectal Revenue Fund.

In accordance with the Code of Towa, the City Council annuatly adopts a budget on the cash basis following
required public notice and hearing for all funds. The armual budget may be amended during the year
utilizing similar statutorily preseribed procedures.

Formal and legal budgetary confrol is based upon fen major classes of dishursements known as functions,
not by fimd. These ten functions are: public safety, public works, health and socital services, culture and
recreation, community and economic development, general government, debt service, capital projecis,
business type activities, and non-program.  Function disbursements reguired to be budgeted mclude
dishursements for the General Fund, the Special Revenue Funds, the Debl Service Fund, the Capital
Projects Fund, the Permanent Funds, and the Proprietary Funds., Although the budget document presents
function disbursements by fund, the legal leve! of control s at the aggregated function level, not by fund.
Durmg the vear, one budget amendment increased budgeted disbursements by $121,996. The budget
amendment s reflected in the final budgeted amounts.



OTHER SUPPLEMENTARY INFORMATION
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AND CHANGES IN CASH BALANCES

NONMAJOR GOVERNMENTAL T

AS QF AND FOR THE YEAR ENDED 1N

Receipts:
Property taxes
Other ity tax
Migcellaneous

Tetal recempts

Enshursements:
Culiure and recreaton

Excess of recaipts over dishursements

Uither fmancing uses:
Translers gut

Net change in cash balances
Cash balances begmning of vear
Cash balances end of year
Cash Basis Fund Balances
Unireserved:
Special Revenue
Capital project fund

Permanent funds

Total cash basis fund balances

S
A

2007

Special Revenue

Employee
Benellty

Library

Park/Pool

Capital
Projects

Permanent Funds

Library

Cemetary

T 348 - i 34
S2.412 - 1.32G 3322 - 127
(63,681) - Q000 - . s
{11208 - B71) 1227 - 327
;}fo) B Mg?,.‘:‘}? L waj@.fﬁi}ﬁ - R 7550(‘)(} ] 719.77}

$ 27924

§ 13724

N

IRIY A

5.000 § 20,106

Schedule

Total

§ 50,832
1,480

38070

_A63.681)

(8,320}

oty

67,970

=g
o
s
=]
a2
=y

L

20,300

5 41648

3222
25,100
L 695870

27

See accompanying mdependent auditor’s report.



CITY OF NEWTLL
SCHEDULE OF INDEBTEDNESS Schedule 2

YEAR ENDED JUNE 30,2007

Amount Balance {ssued Redeemed  Balance interest
Drate of interest Originally  Begwining During During End OF Interest {ug and
Issue Rates Issued Of Year Year Year Year Pad Unpaig
Obhyation
(ieneral obligation noles:
Sewer muprovemnent May 1, 206062 4405109 § 19G000 % 130000 % - 320000 % 110008 % 6265 % -
Newell Children's Center July 1, 2004 4.35-7.75% 80,000 75,000 - ALY 70000 4797 -
§ 270,000 % 205000 % - $ 25060 § 180000 % 11,062 _S -
Revenue bond:
Water Mar. |, 1957 525% $OIR5000 & 35000 §F - 8 35000 % - § 188 § .
Special Assessment:
Sireet Improvernent Sept. 1. 1997 3.00% § 200006 § 50000 8 - § 23600 F 35000 % 2500 § -
Dramage Disirict Assgssments Sept. 1, 2065 5.00% § 9412 3% 9612 % - $ 967 % 5651 § 599 5 -
200th Ave. Culvert Assessment May 10, 2008 3.60% g 18925 § 16923 3% - % 3385 0% 13340 % - 5 -

See accompanying independent audilor’s report.
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Schedule 3

General Obligation Notes Special Assessment
Sewer Improvement Children's {enter Street Improvement 1.1, Assessments Culvert Assessment
Year Tosued May 1, 2002 Issuey Juiv 1, 2004 issucd September 1, 1997 lssued Septomber 1, 2003 Issued May 10, 2006
Ending Interest Interest Interest Interest Interest
fune 30, Rates Amount Hates  Amount Total Ratgs Amount Rates Amount Ralgs Amouni Total
2008 4.60% & 2000l 483% % 5000 % 23000 S800% 8 25,000 5.00% 5 961 4.00% £ 33BS % 28346
2009 4.50 20,000 320 5000 25,000 - 5.00 561 0.04 3,385 4346
2010 4.50 26,000 350 FRELE 25060 - 5.00 961 .00 31383 4,346
201 510 25,000 5.80 5,000 33,500 - 300 561 6.060 3,385 4,340
2012 5.0 25,000 6.10 3,600 30,0600 - 5.00 941 - 961
203 - 635 000 3,600 - 5.0 Sal - 461
2614 - 6.50 5.000 3,000 - 5.00 961 - 961
2015 - 670 5,000 5.060 - 250 982 - 9562
2018 - 7.00 3,000 5,000 - 340 952 - 962
2017 - 725 5.000 2,000 - - - -
2018 - 735 500 5,000 - - - -
20319 - 7533 5,068 3,060 - - - .
2620 e TIS__IBA06 10800 e e B
$ 110000 $ 70000 3 1BOLGO 5 _ 25,000 § 8631 5 131540 § 47191

See accompanying independent auditor’s report.
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Independent Auditor's Report on Internat Control over Financral Reporting
and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards

To the Honorable Mayor and
Members of the City Council
Newell, owa

We have audited the accompanying financial statements of the governmental activities, the business type
activities, each major fund, and the ageregate remaining fund information of City of Newell, fowa, as of and for
the year ended June 30, 2007, which collectively comprise the City's basic financial statements histed m the able
of contents, and have issued our report thereon dated February 14, 2008, Qur report expressed ungualified
opinions on the financial statements which were prepared in conformmty with another comprehensive basis of
accounting.  We conducted our audit in accordance with U.S. generally accepted auditng standards and the
standards applicable o financial audits contained in Government Auditing Standards, 1ssued by the Comptroller
General of the Umnited States.

Internal Control Over Financiat Reporting

]

In planning ard performing our audit, we considered ity of Newell's internal control over financial
yeporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing our opinion on the effectiveness of City of Newell's
internal control aver financial reporting.  Accordingly, we do not express an opimion on the effectiveness of City
of Newell's mternal control over financial reporting,.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies 1 infernal control over financial reporting
that might be significant deficiencies or material weaknesses, However, as discussed below, we wdentified certan
deficiencies in internal control over financial reporting that we consider to be significant deficiencies and other
deficiencies we consider 1o be matenial weaknesses,

A control deficiency exists when the design or operation of the control does not allow management or
erployees, in the pormal course of performing their assigned functions, t prevent or defect misstatements on a
timely basis. A significant deficiency is a control deficiency, or combination of control deliciencies, that
adversely affects the City’s ability to initiate, authorize, record, process, or report fimancial data rehably in
sccordance with an other comprehensive basis of accounting such that there is more than a remote likelihood a
misstatement of City of Newell's financial statements that is more thar inconsequential will not be prevented or
detecied by the City's internal control. We consider the deficiencies mn internal control described in Part Lol the
accompanying Schedule of Findings to be significant deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficsencies, that results i
more than a remote Hkelihood a material musstaternent of the financial statements will not be prevented or
detected by City of Newell's interial control.



Owr consideration of the internal control over financial reporting was for the hmited purpose described in the
first paragraph of this section and would not necessarily wdentify all deficiencies n the internal control that might
be significant deficiencies, and, accordingly, would not necessarily disclose all significant deficiencies that are
also considered to be material weaknesses, However, of the significant deficiencies deseribed in the Schedule of
Findings., we believe items -A-07, I-B-07, 1.C-07, 1-D-07, and F-E-07 are material weaknesses,

Copmbance and Other Matiers

As part of obtaining reasonable agsurance about whether City of Newell's financial statements are tree of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, noncompliance with which could have a direct and materal etfect on the determination of
financial staternent amowunts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be veported under Government Awdiiing
Stameords. However, we noted certain inmmaterial instances of noncompliance or other matters that are described
in Part I of the accompanying Schedule of Findings.

Comments involving statutory and other Jegal matters about the City’s operanons for the year ended
June 30, 2007, are based exclusively on knowledge obtamed from procedures performed during our audit of the
financial statements of the City. Since our audit was baged on tests and samples, not all transactions that mmght
have had an smpact on the comments were necessarily audited. The comments mvolving statutory and other legal
matters are not fniended to constitute legal interpretations of those statutes,

City of Newell's responses to findings identified in our audit are described in the accompanying Schedule of
Findings, While we have expressed our conclusion on the City's responses, we did not audit Ciry of Newell's
responses and, accordingly, we express no opinion on them.

This report, a public record by law, 1s intended solely for the inforimation and use of the officials. emplovees,
and citizens of City of Wewell, and other parties to whom City of Newell may report. This report 1s not infended
1o be and should not be used by anvone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended o us by personnel of City of

Newell during the course of owr audit. Should vou have any questions concerning any of the above matters, we
shatl be pleased to discuss thenmy with you at your convenience.

Hlrsploens, st #

February 14, 2008
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CITY OF NEWELL
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2007

Part I Findings Related to the Financial Statements:

INSTANCES

OF NONCOMPLIANCE:

No matters were noted.

SIGNIFICANT DEFICIENCIES:

[-A-07

1-B-07

1-C-07

Segregation of Duties ~ One important aspect of internal control is the segregation of duties
among employees to prevent an individual ewployee [(rom handling duties which are
incompatible. We noted that bank deposits, opeming mail, recording receipts and disbursements,
checks and payroll preparation, and bank reconciliations are all handled by one individual,

Recommendation - We realize that with a Hmited number of office employecs, segregation of
duties is difficult. However, the City should review its operating procedures to obtain the
maximum internal control possible under the circumstances.

Regponse - We are a small community and are himited to one office employee, the City Clerk.
Total segregation of duties is improbable with lumited staff. The Mayor or Mayor-Pro Tem co-
signs all checks. The City Council approves all bills and reviews financial operations each
month.

sion - Response accepted.

Financial Reporting - Reporting financial dats reliably i accordance with an other
comprehensive basis of accounting (OCBOQA) requires management 10 POSSess sufticient
knowledge and expertise to select and apply accounting principles and prepare year-end financial
statements, including footnote disclosures. Management presently facks the quahfications and
training to appropriately fulfill these responsibifities, which Is a common sifeation in small
cniities.

Recommendation - Obtaining additional knowledge through yeading relevant accounting
literature  and attending local professional education courses should help management
significantly improve in the ability to prepare and take responsibility for reHable QCBOA
financial statements.

Response - We will attempt to read accounting iterature and attend local professional education
courses in accouniing.

Conglusion - Response accepted.

Fire Department Funds - The fire department maintaing separate records pertammg to its
operation. These transactions and the resulting balances are not recorded in the Clerk’s records.
Chapter 384.20 of the lowa Code states in part, A city shall keep accounts which show an
accurate and detailed statement of all public funds collected, received, or expended for any city
purpose, by any officer, employee or other person, and which show the receipt, use, and
disposition of all city property. Public moneys may not be expended or encumbered except under
an annuval or continuing appropriation”.

Recommendation ~ These funds should be included in the City's financial records and any
dishursements should be budgeted and property supported by adequate documentation of public
Purpose.

"
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CITY OF NEWELL
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2007

SIGNIFICANT DEFICIENCIES (Continged):

J-0-07

1-D-07

[-E-07

Fire Department Funds - (Continued)

Response - The Mayor or City Council will suggest to the fire depariment that their funds should
be included in the City’s financial records and budget.

Conclusion - Response accepted.

Reconciliation of Utiity Billugs, Colleciions. and Delinguencies - Utility billings, collections,
and delingquent accounts were not reconcited throughout the year,

Recommendation - Procedures should he established to reconcile wtitity billings, collections. and
delinquencies for each billing period. The Council or a Council-designated independent person
should review the reconciliations and monitor delinquencies.

Response - Utility billings, coltections, and delinguent accounts will he reconciled each billing
period and will be reviewed by the Council.

Conclusion - Response accepted.

Giolf Course Receints - Because of the large volume of cash fransactions in connection with the
golf course, it is very difficult to defermine the accuracy of the Income.

Recommendation - The City should review this situation and closely monitor the activity at the
golf course to determine that approved procedures are being foliowed and that adequate
subsidiary ledgers are matnfamed.

duplicated deposit slips with detailed information. Green fee payers and members sign in when
they piay.

sonse - The polf course does use receipt books, which the City Clerk checks and gets

Conclugion ~ Response accepted.

Part 11 Other Findings Related to Statutory Repotting:

1-A-07

T1-53-4)7

H-C-07

1-D-07

1-EAG7

Certified Budget - Disbursements during the year ended June 30, 2007, did not exceed the
amounts budgeted.

Ouestionable Dishursements - We noted no dishursements that may not meet the requirements of
public purpose as defined in an Attorney Gieneral’s opinion dated April 25, 1979,

Travel Expense - No disbursements of City money for travel expenses of spouses of City officials
or employees were noted.

Business Transactions - We noted no business transactions between the City and City officials or

erployees.

‘ verage - Surety bond coverage of City officials and employess is in accordance with
nitory provisions.  The amount of coverage should be reviewed annually to insure that the
coverage s adequate for current oprerations,
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CITY OF NEWELL
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2007

Part 11: Other Findines Related to Statutory Reporting: (Continued)

H-F-67

-G-07

1-H-87

IE-1-07

H-3-07

Council Minutes - No transactions were found that we believe should have been approved i the
Council minutes but were not.

Deposits_and Investments - No instances of non-compliance with the deposit and wvestment
policy were noted.

Fxcess Balances - The following funds have balances at June 30, 2007, which are i excess of one
year's expenditures:

Special Revenue - Local Option Sales Tax
- Library Expendable Trust
- Park/Pool

Recommendation - While it appears that these funds may have excessive balances, this can vsually
be justified if the City has a specific plar for future expenditures. The Uity should consider the
necessity of maintaining these substantial balances and, where financially feasible, considey
reducing the balances in an orderly manner through revenue reductions.

Response - The City will be using the excess of local option sales tax for capital projects such as
street paving and painting the water tower this summer. The library keeps their expendable trust
in specific accounts for specific improvements, equipment, or supphies. The park/pool trust will
be spent on mowing of the newly acquired tree park and on new pool bathhouse concrete flooring,

Conclusion - Response accepted.

of $23,945 and $49,532, respectively, at June 30, 2607

Recommendation - The Citv should investigate alternatives to eliminate these defcits m order to
retirn these funds to a sound financial position.

Response - Both the sewer rates and golf course rates will be imecreased April 1, 20608, The golf
course fund may be moved to the general fund in the future.

Conclusion - Response accepied.
Flectronic Check Retention ~ Chapter 554D.114 of the Code of lowa allows the City to retain
cancelled checks in an electronic format and requires refention in this manver to include an image
of both the front and back of each cancelled check. The City retains cancelied checks through
electronic image, but does not obtain an image of the back of sach cancelled check as yequired.

Recommendation - The City should obtain and retain an image of both the front and back of each
cancelled check as required.

Response - The City has been getting a copy of the back of cancelied checks from the bank since
August 1, 2007,

Conclusion - Response accepted.
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Part 1i: Other Findings Related to Statutory Reporting: (Continued)

1I-K-07

City Code of Ordinances - The City has not compiled the City ordinances within the past five
years,

Recommendation - Chapter 380.8 of the Code of Towa states in part, “At Jeast once every five
years, a city shall compile a Code of ordinances containing all City ordinances in effect, except
grade ordinances, bond ordinances, zoning ordinances, and ordinances vacating streets and
alleys”. "The City should compile the City ordinances as required.

Response - The City will be updating the City Ordinances starting in May 2008 unti] July 2005

Conclusion - Response accepted.
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